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An NPA Business Committee Statement and Staff Report 


Private Pension Plans 


A partial text of the statement by the NPA Business Committee on National Policy. 


HE TASK of adequately exploring the complex and difficult issues 

of national policy involved in the broader and longer-term eco- 
nomic and social consequences of the growth of private pension funds 
requires resources and access to information greater than those 
normally possessed by private research organizations. Hence, the NPA 
Business Committee urges a Congressional committee—perhaps the 
Joint Economic Committee—to undertake such a detailed and compre- 
hensive review in the near future. Such a study of the relationships 
between private pension funds and the broader economic and social 
environment would parallel and complement the report recently 
published by the Senate Subcommittee on Welfare and Pension Funds 
on the internal organization and workings of private pension plans. 


A partial text of the report prepared for the Business Committee by 
Theodore Geiger and Rosanne McLaughlin. 


EFORE WORLD WAR II, the number of privately operated retire- 
ment systems was small and grew slowly. In 1930, only 720 plans 
were in existence covering some 2,400,000 persons in both the execu- 
tive and wage-earning categories. 
By 1945, there were 7,425 plans covering some 5,600,000 em- 
ployees. In the past decade, the number and scope have almost 
tripled. Today there are over 20,000 private retirement plans in opera- 
tion embracing more than 12,500,000 executives and workers. 
The rapid growth of private pension funds since 1940 has 
generated a number of major questions of national economic and 
social policy which are likely to be of increasing importance in the 
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The Ultimate Weapon 


e "Ideas, rather than guided 
missiles are likely to be the ul- 
timate weapon which will decide 
the outcome in the struggle be- 
tween the free nations of the 
world andcommunist countries, 
e "The moral values of the new 
‘People’s Capitalism, ‘centering 
in an increasing assumption of 
social responsibility must be 
utilized in the ‘cold war’ con- 
flict against an essentially spur- 
ious appeal of communism, 
which has attracted millions of 
people throughout the world, 

e “Our economy is capitalism 
of afree people, but itis neither 
laissez-faire capitalism or the 
harsh, exploitive capitalism of 
19th century colonialism, It is 
something so new that many 
Americans do not know they have 


From an address by Theodore S. Repplier, 

President of the Advertising Council, on the 
occasion of the 50th anniversary convocation 
of png College in New York City, October 
6. 


future. These policy issues can be conveniently 
grouped under four main headings: 


1. Effects on Mobility 


The spread of private pension plans cover- 
ing executive and white-collar personnel is 
generally regarded as a worthwhile and effective 
means for helping to meet the desire of the 
American people for adequate retirement in- 
comes. But, beneficial as this development is 
widely believed to be, it is also thought by 
many to have certain unintentional adverse 
effects, particularly by helping to freeze people 
into existing occupations and places of employ- 
ment. By limiting the freedom of choice and the 
economic mobility of older executives and white- 
collar employees, private pensions have—par- 
adoxically—helped to heighten economic in- 
security rather than to reduce it, as intended. 

The result, which Beardsley Rum] has 
characterized as a “new feudalism,” seems to be 
a reduction in the scope of personal choice and 
a tendency to freeze people into their existing 
occupations and places of employment. 

These adverse effects of the otherwise bene- 
ficial spread of private pension plans are not 
unavoidable. Businessmen and students in the 
field are generally agreed that the crux of the 
problem is the fact that many pension plans are 
nonvesting. Under a nonvesting plan, the em- 
ployee obtains no equity interest in the potential 
annuity generated by the employer’s contribu- 
tion unless he remains with the employing or- 
ganization until reaching the retirement age. In 
these circumstances, many believe that general 
adoption of the practice of vesting would ease 
substantially—if not eliminate entirely—the un- 
intended adverse effects of private pension 
plans. Employees would thereby retain an equity 
interest in whatever annuity had been generated 
by employers’ contributions during their period 
of service regardless of whether or not they 
changed jobs prior to retirement. 


2. Implications for Capital Supply, Corporate Own- 
ership, and Consumption Resources 


The assets of private pension plans have 
grown to sizeable proportions, and the total is 
believed to be increasing at an estimated annual 
rate of between $2.5 and $3 billion through new 
additions, excess of in-payments over out-pay- 
ments, and capital appreciation. The investment 
of these funds has become an important in- 
fluence in the securities markets of the United 
States. The nature and magnitude of this in- 
fluence, and the policy problems thereby en- 


gendered, are difficult to assess with any high 
degree of accuracy. [The following Table shows 
current investment practices of those pension 
funds covered by a survey of the Securities and 
Exchange Commission. ] 


Corporate Pension and Retirement Funds 


(millions of dollars) 


End of Year 

1951 1952 1953 1954 

Cash and deposits .... 229 26 200 280 
U.S. government securities ....... 1,975 1,949 2,040 2,001 
Corporate bonds ........... .. 2,953 3,931 4,928 6,020 
Preferred stock 247 305 367 420 
Common stock .. dade .. 718 1,085 1,490 2,085 
Own company ........ 215 257 292 321 
Other companies ......... 503 828 1,198 1,764 
Other assets .............. 184 253 355 444 


6,356 7,779 9,479 11,250 


NOTE: The items shown above represent book values and, 
for the most part, are at cost. 


In a study published by the Brookings Insti- 
tution, Charles L. Dearing estimated that by 1960 
the annual rate of payments to meet pension 
obligations will be about $6.6 billion, covering 
some 22 million workers, as compared with an 
annual rate of payments in 1951 of $2.4 billion, 
covering 10.9 million workers. 

In his testimony of November 1955 before 
the New York State Superintendent of Insurance, 
A. A. Berle presented a longer-range projection 
of the future size of private pension funds. He 
stated: “It is not, in my opinion, an over-esti- 
mate to suggest that the present $24 billion 
accumulated in (private pension) funds will rise 
by 1975 to somewhere in the neighborhood of $80 
billion. It could easily be that this suggested 
figure will then prove ridiculously low.” 

Future pension funds of the magnitudes sug- 
gested by these estimates may generate economic 
problems of various kinds. [These are: the ex- 
cessive accumulation of deferred purchasing 
power, i.e., claims for future consumption; in- 
adequate investment outlets for the future ex- 
pansion of pension funds; concentrated owner- 
ship and control of corporate securities; and 
improper investment practices of individual 
funds. ] 


3. Relation to Government-Operated Retirement 
Systems 


Private pension plans affecting wage-earn- 
ing personnel are usually designed to supple- 
_ment benefits expected to be received under 
government-operated programs. The largest of 
these programs, and by far the most important, 
is the Federal Old Age and Survivors Insurance 
system (OASI). 
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The major issue concerning benefit policy 
in the OASI arises in determining how much 
above [subsistence benefits] should be paid to 
workers who earn more than minimum wages. 
There is substantial agreement among labor, 
management, and the experts that benefits 
should vary with wages, and that those who earn 
more should receive greater benefits. But how 
much greater? And how much of the increment 
should be provided under the OASI, and how 
much by private pension plans? Policy decisions 
on these questions are complicated by the dyna- 
mic character imparted to these problems by 
price, wage, and standard-of-living changes. 

One interesting suggestion has been made 
for cooperation between the OASI and private 
pension arrangements which would benefit not 
only the self-employed but also employees work- 
ing for small and middle-size companies unable 
to organize separate pension plans of their own. 
Under present OASI arrangements, the employer 
and the employee each pay 2% percent on the 
first $4200 of the employee’s annual salary. The 
suggestion would involve changing the law to 
permit the employer and employee, by voluntary 
and mutual agreement, to pay the total of 4% 
percent on the employee’s entire salary, or to 
pay a higher percentage. Such an arrangement 
would not increase the cost to the Federal 
government of administering the OASI, as the 
employees’ accounts are already set up and the 
additional voluntary payments would be made 
at the same time as the mandatory ones. 


4. Significance for Labor-Management Relations 


In the past decade and a half, pensions have 
been one of the so-called fringe benefits that 
have become important elements in labor-man- 
agement relations generally. In 1949, the Federal 
courts confirmed the employers’ obligation to 
bargain collectively over pension rights and 
benefits should the union so propose. This legal 
obligation, reinforced by the unions’ continuing 
desire to obtain or increase pensions, means that 
private pensions will play a significant role in 
future labor-management relations. 

Though the trade unions have pressed for, or 
acquiesced in, the establishment of pension sys- 
tems by the employers, it must not be thought 
that labor is either unanimous or unqualified in 
its support of private pensions. Some labor 
leaders regard pensions as poor substitutes for 
wage increases. Others believe that the growth 
of private pension plans are delaying or pre- 
venting the adoption of a more adequate and 
complete Federal old-age retirement system. An- 
other group is concerned at the possibility that 


the greater success of workers in certain indus- 
tries in obtaining private pensions and other 
fringe benefits is creating a privileged “aristoc- 
racy of labor.” Finally, a number of trade union 
leaders frown upon company pensions as pater- 
nalistic, and are concerned that the workers’ 
vested interest in their future pension rights 
might affect their loyalty to the union in the 
event of a strike. 

As for the workers themselves, their attitudes 
toward private pensions seem to be conditioned 
less by principles than by immediate interests. 
Generally speaking, until the age of 35 most 
workers are interested in obtaining the largest 
possible immediate cash income to meet the ex- 
penses of family formation, home buying, chil- 
dren’s education, and the like. After 35, the 
worker gradually begins to be interested in 
“deferred compensation” in the form of old age 
security, disability insurance, etc. Thus, from 
the point of view of the employee’s interest and 
needs, the ideal arrangement would be one 
which provided a maximum of cash during the 
early years of his working life and then shifted 
to a gradually increasing share of deferred com- 
pensation during the later years. 

Unfortunately, neither management nor un- 
ion officials have been able in most cases to con- 
sider the various forms of compensation paid to 
workers as a total system and not as a number 
of separate and not too clearly related parts, 
such as wages, pensions, and other fringe bene- 
fits. If this could be done, important mutual 
gains would be obtained. Not the least of these 
would be a more widespread realization that the 
cost of bringing older executives and other em- 
ployees into an existing pension system would 
be considerably less than is now believed, and 
also would be far outweighed by the greater pro- 
ductivity of experienced older men and the gen- 
eral improvement of employee morale. 


As growing productivity permits a greater 
degree of economic security and as wages rise, the 
unions are bound to continue to press for the 
establishment of private pension plans where 
none now exist, and for increases in the benefits 
provided by existing plans. The pension prob- 
lems of small employers and of some of the more 
specialized craft unions can probably be over- 
come satisfactorily by various kinds of pooling 
arrangements. More active participation by la- 
bor in the management of private pension sys- 
tems is probably inevitable, and such participa- 
tion would appear to be both necessary and 
desirable if pension policies and practices are to 
be formulated as an integral part of the total 
system of employee compensation. In the long 


al % 


run, neither workers nor employers are likely to 
obtain the maximum benefits of private pensions 
unless and until there is such a comprehensive 
and integrated approach to wages, pensions and 
other forms of compensation. 

(Full text available from NPA. Special Report 
No. 44. December 1956. 30¢) 


Automation Conference 


UTOMATION, the changing technology and 
related problems, was the theme ofa con- 
ference presented by the Institute of Industrial 
Relations, School of Business Administration, 
College of Engineering, and University Exten- 
sion of the University of California, on January 
9th in San Francisco, 

In opening the conference, Frank K, Shal- 
lenberger, Associate Professor of Industrial 
Management of the Graduate School of Busi- 
ness, Stanford University, expressed the 
belief that automation is an essential and in- 
evitable outcome of our present industrial, 
economic, and political situation, While 
every firm may not be able to automate Detroit- 
style, he pointed out that there are profitable 
opportunities for automation in every plant 
even today. For most industries, and for 
most nations, he said, there will come a time 
when there will only be two choices: automate, 
or get out, "To me,” hecontinued, "the im- 
portant thing is that we automate with intel- 
ligence and imagination and with a view toward 
an understanding of the many problems in- 
volved,” 

John Diebold, member of the NPA Special 
Policy Committee on Automation, and editor 
and associate publisher of "Automatic Con- 
trol,” presented his view on industry and the 
automated future, Automation, he said, pre- 
sents a unique problem to business manage- 
ment, It is only through the successful 
solution of this problem and through the wide- 
spread application of automation to business 
and industry that we can realize the benefits 
it promises to our society--in taking the work 
out of work, 

Eugene W, Burgess, Visiting Professor of 
Industrial Relations at the School of Business 
Administration of the University of California, 
anda member of the NPA business committee, 
served on the conference planning committee, 
(Report on Conference on Automation. From: 
Institute of Industrial Relations, University of 
California, Berkeley.) 
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Lauren K, Soth, editor of the editorial pages 
of the Des Moines “Register” and “Tribune,” 
and author of the NPA planning pamphlet on 
"How Farm People Learn New Methods,” is 
the new vice-chairman of NPA's boardof trus- 
tees and chairman of the Agriculture Commit- 
tee, Mr. Soth is also now a member of the 
NPA Steering and Executive Committees, Bom 
in Sibley, Iowa, he was graduated from lowa 
State College with a B, S. degree in jourmal- 
ism in 1932 and an M., S., degree in agricul- 
tural economics in 1938, Mr. Soth has edited 
various economic publications at Iowa State 
College, and in 1936-37, was a special agri- 
cultural economics writer for "Agricultural Sit- 
uation,” In February 1947, he joined the staff 
ofthe "Register" and™Tribune” as an editorial 
writer. In 1951 he became assistant editor of 
the editorial pages, andin February 1954, was 
named editor, Two years ago his editorial in 
the “Register” proposed that the Soviet Union 
be invited to send a farm delegation to the 
United States to view American farming meth- 
ods firsthand, Mr, Soth was awarded the 1955 
Pulitzer prize for editorial writing for this edito- 
rial and subsequent ones about the exchange of 
farm delegations with the Soviet Union, He 
was one of the members of the American farm 
group which visited the Soviet Union during the 
summer of 1955. Mr, Soth is a member of the 
American Society of Newspaper Editors, the 
National Conference of Editorial Writers,Sigma 
Delta Chi journalism fraternity, the American 
Farm Economics Association, the American 
Civil Liberties Union, the Council on Foreign 
Relations, the Des Moines Chamber of Com- 
merce, and Committee on Foreign Relations. 
He is author of “Farm Trouble,” to be pub- 
lished by Princeton University Press in April, 
1957. 


— the people of V/P A— | 
| 
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The Netherlands Social and Economic Council 


by Jan Tinbergen 


University. 


Formerly Director of the Netherlands Central Planning Bureau and independent member of 
the Social and Economic Council, The Hague, and at present Visiting Professor at Harvard 


In this article, Mr. Tinbergen describes the functions of the Netherlands Social and Economic Council and presents a short review 
of the Council's recent publication, “Advice Contcrning National Expenditures. 


HE NETHERLANDS Social and Economic 

Council is an institution marking a new era 
in Dutch social and political life. Established 
by the Public Industrial Organization Act of 
1950, the Council is an important example of 
the so-called "new organs” that have been cre- 
ated in an effort to decentralize the govern- 
ment's task in special sectors, 

The Council's task is twofold: (1)It advises 
the government on whatever issues of social 
and economic policy the government or the 
Councilitselfwishes, and (2) it institutes and 
supervises industrial associations, embracing 
all enterprises inthe same industry (for exam - 
ple, agriculture, transportation, handicrafts, 
etc.) and is endowed with legal powers on 
certain. social and economic issues, In its 
second task, the Council is subject to a veto 


by the Minister concerned, but otherwise it is. 


completely autonomous. 

The Council is composed of 45 members, 
15 of which are nominated by trade unions, 15 
by employers’ associations, and 15, considered 
to be experts, bythegovemment, A political 
and religious balance in the nominations is pre- 
served, with roughly equal numbers represent- 
ing the four main currents of thought in the 
country—Protestant, Roman Catholic, liberal, 
and socialist. 

So far, the Council has been asked for ad- 
vice by the government on practically all im- 
portant social and economic issues that have 
arisen in recent years. Some 30 reports, like 
the one under review are available, and cover 
such issues as wage policy, old-age unemploy- 
ment and insurance, land price regulation, rent 
control, family allowances, employment pol- 
icy, and the like, 


HE REPORT, "Advice Concerning National 
Expenditures,” deals with the question 
submitted to the Council by the Ministers of 
Economic Affairs, Social Affairs and Public 
Health: To what extent do recent developments 


in the ratio between national income and ex- 
penditures require corrective measures, and to 
what extent is there scope to raise wages by 
the full amount of the old-age insurance pre- 
mium (of 6.75 percent) due from January 1, 
1957? 

The Council advised the government to take 
certain measures tending to reduce national 
expenditures by: (1) not completely compen- 
sating wage earners for the old-age insurance 
premium payments which they have to make, 
but to increase wages by only 5.45 percent; 
(2) price controls tending to diminish profit 
margins; (3) reducing public expenditures by 
200 million guilders ($66 million); (4) elimin- 
ating tax exemptions so far accorded for certain 
types of investments; (5) a rise in direct tax- 
ation of 50 million guilders ($13 million); (6) 
the abolition of consumer subventions on milk 
and sugar and a rise in some public utility 
rates; (7) arise in indirect taxation of 60 mil- 
lion guilders ($19 million), This advice was 
unanimously adopted by the Council in its 
meeting of November 28, 1956. 

The report is largely based on statistical 
estimates in the field of national accounting 
made by the Central Planning Bureau, headed 
by Professor Fred L,. Polak, These estimates 
refer to the prospective economic situation in 
1957 and 1958, under various alternative as- 
sumptions with regard to the subject matter 
covered by the proposed measures, The rec- 
ommendations just summarized are based on 
a discussion of the estimates, The estimates 
themselves are basedon social accounting as 
well as econometric models, as currently used 
by the Central Planning Bureau, and described 
in the 1956 publication, "Scope and Methods 
of the Central Planning Bureau ,” 


(Social-Economic Council; "Advice Concem- 
ing National Expenditures," Publication of the 
Social-Economic Council, 1956, No. 8, The 
Hague.) 
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Firestone in Liberia 


Y MEANS of a special recorded message, 

President William V.S, Tubman of Liberia 
addressed 128 representatives of the press, 
diplomatic, business, and financial world on 
December Sth at the NPA Conference in New 
York's Waldorf-Astoria hotel, The occasion 
was the release of NPA's fifth case study on 
United States Business Performance Abroad, 
“The Firestone Operations in Liberia,” by 
Wayne Chatfield Taylor, formerly Under Sec- 
retary of Commerce. 

The NPA Conference was filmed for 175 TV 
stations, recorded for 22 key radio stations, 
taped for the Voice of America, and reported 
nationally by both the AP and UP, 

President Tubman's message said that 
“foreign capital can contribute substantially 
to the development of underdeveloped countries 
and also reap satisfactory profits.” Praising 
Firestone for bringing “beneficial results to 
both Firestone and Liberia, ” President Tubman 
voiced the hope that "private capital seeking to 
invest in foreign areas will pursue an enlight- 
ened policy and invest in such a manner that 
benefits will accrue to both the host country and 
the business organization.” 

Fred L. Hadsel, director of the State De- 
partment Office of Southern Africa Affairs, 
recommended the NPA study as a thoroughly 
interesting and important guide to American 
investors abroad: The study shows an essen- 
tial mutuality of relationship between Fire- 
stone and the host country.” Hewas “impres- 
sed by the example this gives to the rest of 
Africa,,.an area experiencing transformation 
in its political, economic, and sociological 
life. In this flux we have this example of 
successful operation in Africa, something 
which could be most important from our foreign 
policy viewpoint.” Firestone, he said, has 
made friends and created good will in Africa. 


IBERIAN Ambassador to the U. S., George 
A. Padmore stated that the NPA study 
shows that American investmentis not tainted 
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The NPA Conference at the Waldorf-Astoria. Seated at the head tab 
are: (left to right) John Miller, NPA Assistant Chairman and Executive 
Secretary; Ambassador Richard L. Jones, U. S. Delegation to the United 
Nations; Luther H. Gulick, President of the Institute of Public Administra- 
tion and NPA trustee; Fred L. Hadsel, Director, office of Southern Africa 
Affairs, U. S. Department of State; H. Christian Sonne, Chairman of , 
the Board, NPA; Charles J. Symington, Chairman of NPA’s Policy 
Committee on U. S. Business Performance Abroad; His Excellency George 
A. Padmore, Ambassador of Liberia to the U. S.; Harvey S. Firestone, 
Jr., the Firestone Tire and Rubber Company; Harry Bullis, NPA 
Trustee; J. Wayne Fredericks, Executive Associate, the Ford Foundation; 
Byron Larabee, President, Firestone Plantations Company; Wayne Chat- 
field Taylor, Chairman of the NPA Executive Committee. 


with exploitation, but satisfied with fair returns 
onitsinvestment, “The study,” he continued, 
“is an example for other American companies 
bent on overseas investment,” 

Harvey M, Firestone, Jr., pointed out that 
“too often American business has taken all the 
credit for success overseas on the basis of 
know-how. The Firestone Company wouldn't 
have hada chance unless the Liberian attitude 
was friendly and the economic climate favor- 
able.” 

"The Firestone Operations in Liberia,” 
wrote the “Hartford Courant,” on December 
17th, "like others in NPA‘s valuable series, 
proves again that mutual benefits come from 
American investment abroad wisely adminis - 
tered,” 

Commenting on the NPA study, the "Chris- 
tian Science Monitor” of December 10th stated; 
“Important at any time, the report increases 
in value as itdeals with a portion of the world 
which is now in ferment,” 

The study, according to a" New York Times” 
editorial on December 17th, has “special in- 
terest because it deals with the experience of 
an enlightened American company in a small, 
under-developed country in a continent loaded 
with explosive possibilities, Like the NPA‘s 
other studies this one...proves again that 
large-scale American investment abroad can 
not only profit the investor but the ‘host coun- 
try’ as well,..and bring us good will in the 
doing.” < 


R & D Data 


|B ype a new 21-page monthly research and 
development digest, began publication 
last September on a subscription basis. De- 
signed to provide a rapid information link be- 
tween government and industry, special 
sections are devoted to the latest developments 
in atomic energy, aviation, communications, 
construction, electronics, logistics, mater- 
ials, medical news, ordnance, ships, and 
transportation, 

(From: “Data,” Box 6026, Arlington 6, Vir- 
ginia.) 
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A National Science Foundation report on 


Science and Engineering in American Industry 


HE CRITICAL importance of scientific re- 

search and development to the Nation's 
defense and continued economic progress 
makes full and accurate information on the 
country's scientific researchresources a mat- 
ter of great significance. Recognizing this 
fact, the National Science Foundation initi- 
ated a survey of industrial research and devel- 
opment which the U.S. Department of Labor's 
Bureau of Labor Statistics conducted in late 
1954 and in 1955. This survey provides the 
first nationwide statistical picture of research 
and development in the natural sciences and 
engineering. 

The recently published report is divided into 
two main categories: part one presents the 
findings of a questionnaire survey, which in- 
cluded a sample of approximately 11,600 com- 
panies in manufacturing and most other 
nonagricultural industries, Part two presents 
the findings of interviews with research offic - 
ials of approximately 200 large corporations 
concerning the factors influencing the level 
of company expenditures for research and de- 
velopment (RD) and also other matters bearing 
on national science policy. 

The survey found that private industry per- 
forms about two-thirds of all research and 
development in the natural sciences and engi- 
neering conducted in the United States. In 
1953, industry's RD activities cost approxi- 
mately $3.7 billion--out ofa total of more than 
$5 billion, which represented the national ex- 
penditure for RD work conducted by all types 
of organizations, including Government agen- 
cies and educational and other nonprofit insti- 
tutions as well as private business, 

Approximately 157,000 scientists and engi- 
neers were employed in RD activities in the 
surveyed industries in January 1954. Includ- 
ing technicians, administrative andother sup- 
porting personnel, as well as scientists and 
engineers, the total number of persons em- 
ployed in industrial RDwas well over 400,000. 

Nearly 20,000 companies contributed to the 
country’s research and development effort 
during 1953--15,500 companies conducted RD 
work in their own facilities, and some 3,700 
companies with no programs of their own sup- 


ported projects performed by outside organiz- 
ations, 


It was found that the aircraft and electrical 
equipment industries far exceed all others in 
the scale oftheir RDprograms. The estimated 
total cost of research and development in these 
two industries taken together was about $1.5 
billion in 1953, or two-fifths of the grand total 


. for allindustries, Next inthe size of their RD 


programs were the motor vehicle, chemical, 
machinery, professional and scientific instru- 
ments, petroleum, telecommunications, and 
fabricated metal products industries. About 
nine-tenths of the total cost of industrial re- 
search development was accounted for by these 
nine industries, 

Aircraft and electrical equipment manu- 
facturing were the industries with the largest 
Government-financed RD programs, The 1953 
costs of Government-sponsored research and 
development was about $640 million in the 
aircraft industry and about $400 million in elec- 
trical equipment —together amounting to more 
than three-fourths of the total cost of RD work 
done by private industry under Federal Govern - 
ment contracts, 


|= INDUSTRY with the largest basic re- 
search program is chemicals and allied 
products. This industry's basic research pro- 
jects cost about $38 million in 1953, 25 percent 
of the total cost of such projects in all indus- 
tries, The electrical equipment and aircraft 
industries ranked second and third in extent of 
basic research, with projects costing $19 mil- 
lion and $18 million, respectively. 

About half of all the scientists and two- 
thirds of all the engineers in continental United 
States workinthe surveyedindustries, InJan- 
uary 1954, the total numbers employed in 
research and development, production, techni- 
cal sales, and allotheractivities in these in- 
dustries were as follows: engineers, 409,000; 
chemists, 60,000; metallurgists, 11,000; ag- 
ricultural, medical, and biological scientists, 
10,000; earth scientists, 10,000; physicists, 
8,000; mathematicians ,6,000; other scientists, 
7,000; scientists and engineers classified by 
their companies as administrators, 34,000. 

The average cost ofindustrial research and 
development per scientist or engineer em- 
ployed was $27,000 in 1953 in companies with 
1,000 or more employees. Among industries, 
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the average cost ranged from $36,000 in manu- 
facturing industries (including the motor vehi- 
cle industry) and $30,000 in aircraft and 
electrical equipment, down to $15,000 in the 
rubber and food industries. 

Other findings of the survey revealed that 
competition apparently provides the under- 
lying stimulus for company-financed research 
and development, Virtually all the officials 
interviewed reported that the competition their 
companies face is a major factor in determin- 
ing the scale of their RD programs, 

A large proportion of the companies, how- 
ever, look beyond immediate competitive needs 
and gear their research programs and budgets 
to longer range plans aimed at continuing 
company stability or growth, More than three- 
fourths of the companies interviewed were 
conducting some longer term projects directed 
toward new product development and often 
toward diversification of product lines. More 
than two-thirds of them were conducting some 
basic research, a potent element in research 
programs geared to long-range planning. 
("Science and Engineering in American Indus - 
try,” the final report on a 1953-1954 survey. 
From; Superintendent of Documents, U.S. 
Government Printing Office, Washington 25, 
D. C., 119 pp. 70¢) 
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New HEW Under Secretary 


John Alanson Perkins, President of the 
University of Delaware, and member of the 
NPA National Council, has been named Under 
Secretary of the Department of Health, Educa- 
tion and Welfare. He will succeed Herold C, 
Hunt, who resigned February 4 to return to a 
teaching post at Harvard University. 
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